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Abstract 
 
The article shows unidirectionality of vectors of the amounts of collected taxes and well-being of citizens and multidirectionality 
of vectors of tax administration and welfare, when tax revenues are perceived by citizens as enhancing their welfare, and tax 
deductions - as its demotion. The impact of taxes on economic, social and emotional well-being of citizens is demonstrated on the 
basis of the information containing in the publications of the World Bank "World development indicators". The examples of tax 
transformations in France and Spain are given. The article discusses the ways of improving the forms and methods of tax 
transformations in the Russian Federation. The examples of the recently implemented legislative initiatives regarding the taxation 
of labour; simplification of tax laws, forms, declarations and accountability in the Russian Federation are discussed. Moreover, the 
suggestions on further comprehensive reforms of the mentioned directions of tax policy of Russia, destined to enhance economic, 
social, and emotional level of its citizens’ well-being are given. 
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1. Introduction 
 
In the broadest sense, the word “welfare” (gr. ευ'δαιμονία) is subjectively understood as the achievement of all the 
benefits by an individual, and is the goal of any government according to Aristotle. This position is developed in 
scientific researches of Germany from the sixteenth century, and then in English theories, which consider 
achievement of the well-being of citizens as the goal of the state. In the narrow sense of the word “welfare” is 
interpreted as relaxed and happy state without any disturbances of the course of affairs or life; material security, 
welfare, economic prosperity. The antonyms of the term "welfare" are poverty, decay, bad luck. 
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It should be noted that the emergence and existence of the state is necessarily connected to taxation and taxes that 
allow solving the challenges it faces and the above mentioned goal of achieving well-being. 
Collected taxes and fees funds allow the state to implement its social and economic development, providing 
varying degrees of economic, social and emotional well-being of citizens. There is the entitative, sufficiently direct 
relation that ceteris paribus, the larger the amount of tax collected, the higher the level of welfare of citizens. A 
subjective factor also takes place in the case of illiterate and not sound decisions on the development and 
implementation of tax policy in a particular state. Such solutions can be expressed in excessive tax burden due to the 
establishment of inflated tax rates, extremely harsh penalties for violation of tax legislation, et cetera. The vectors of 
taxation and welfare in this case are unidirectional. 
However, the process of tax collection, the Institute of responsibility for violation of tax legislation, etc. brings 
emotional discomfort to citizens as taxpayers, as well as to administrative employees, and is perceived as an 
encroachment on the part of their property and thus their economic and indirectly social welfare. Subjectively it is 
considered that the greater the amount collected (i.e. selected) taxes, the lower the level of well-being. The objectivity 
of the situation is estimated quite blurry. In this case, the directionality vector of taxation is opposed to the vector of 
welfare. 
 
2. Discussions 
 
The author proposes to name the considered above processes in the coordinate system of taxation and welfare as a 
multiple-palette effect of taxes on economic, social and emotional well-being of citizens depending on the objective 
or subjective approach to their perception. The challenge is to find a compromise, to adjust the balance between the 
interests of participants of the taxation process. 
The complexity of a practical solution and its legislative registration is reflected in the inability to offer the only 
correct version of its solution for all countries. The peculiarities of the socio-economic development of countries, the 
mentality of their population, etc. require an individual approach to optimization methods of the vector directionality 
of taxation and welfare. 
The notion “taxation” implies a set of economic, organizational and legal relations between the state and economic 
entities in the field of legislative lateral redistribution of the cost of various resources by transforming tax payments 
to the tax revenues of the budget system and extra-budgetary centralized funds. Tax transformation represents a 
statutory, prescribed by the state, conversion of tax deductions (the level of economic entities, including citizens) to 
tax revenues of the corresponding budget or centralized fund (state level). 
Based on the mentioned above, tax revenues are perceived by citizens as enhancement of their welfare, but tax 
deductions as its demotion. This situation is quite logical in terms of the availability of individual free of charge 
taxes. 
The compromise should be found primarily in the improvement of forms and methods of tax transformations to 
mitigate the imbalance of interests of participants of the process of taxation. 
It should be noted that there is a considerable attention paid to the tax problems in the annual economic surveys 
OECD. Thus, the Economic Survey of OECD, 2014, shows tax cuts in countries in 2014-2015 in the countries, such 
as Italy, where «The new government plans to support the recovery with small cuts in personal income tax in 2014, 
partly financed by cuts in expenditure and a one-off tax on banks, leaving only a small reduction in the structural 
deficit. The Stability Programme foresees further fiscal consolidation in 2015, with maintenance of the income tax 
cut dependent on further expenditure reductions, to be confirmed in budget legislation in late 2014» (OECD (2014, 
1). The Economic Survey of OECD, 2014, also tells us about the tax cuts in such countries as Luxembourg (with 
reference to VAT), Norway; about the taxation increase in Japan, Germany, Denmark, Estonia, Finland, Greece, 
Iceland, Mexico, Slovenia, Turkey and in a number of other countries; about the combined use of reductions of 
separate taxes and the growth of others in Austria, Chile, Israel, UK, Netherlands, Sweden and other. 
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Over the period from 1996 to 2015, General government total tax and non-tax receipts has not changed so 
significantly in the countries of OECD (OECD, 2014).  
There is an observed growth of General government total tax and non-tax receipts: from 30.8% to 34.5% in 
Denmark, from 21.9% to 23.5% in Hungary, from 29.2% to 30.8% in New Zealand, from 15.8% to 17.6% in Estonia. 
Note that this situation is perceived by the citizens as a decline in their well-being (emotional, economic, and social - 
in that order), although, in fact, providing the rational and proper use of received tax collection and tax payments 
funds by the state is the basis for improving the social, economic, emotional welfare of citizens. 
There is a decrease of General government total tax and non-tax receipts: from 15.3% to 11.8 % in Canada, from 
19.9 % to 18.7% in Austria, from 15.4% to 13.5% in Czech Republic, from 24.7% to 21.3% in Finland,  from 23.2% 
to 19.6%  in France, from 27.4% to 24% in Belgium, from 16.2% to 8.5% in Spain, from 23.6% to 21.5% in Sweden. 
In contrast to the previous situation, this situation is perceived by citizens as enhancing their well-being (emotional, 
economic, social), although in reality, ceteris paribus decrease means to enhance economic and social welfare of 
citizens, which will inevitably lead to a decrease in their emotional well-being.  
The insignificant fluctuations of General government total tax and non-tax receipts are observed in Australia, 
Germany, Italy, Korea, Netherlands, Poland, Portugal, Switzerland. Such situation with a level of taxation can be 
characterized as neutral perceived by citizens by the extent of its influence on their welfare.  
Tax transformations are reflected in the tax policy, which includes the approaches to the allocation of resources, 
economic efficiency and practical problems of administration of the tax system. Due to the fact that taxes have both 
social and stimulating character, they affect the economic welfare of subjects, including citizens, very differently. 
The level of the impact of taxes on economic, social and emotional well-being of citizens can be assessed by the 
information contained in the publications of the World Bank "World development indicators 2011 and World 
development indicators 2012" in the section "Tax policy" (The World Bank, 2011). Unfortunately, since 2013 there is 
no more "Tax policy" section in this publication. It is necessary to contact the publication of the World Bank's Doing 
Business, which considers an indicator of "taxation", but it does not contain such complete information on the tax 
policy of the States as it was in the "World development indicators". Let us consider the key indicators identified in 
the above named publication, and give their interpretation in relation to the welfare level of citizens. 
1. The level of taxation is usually measured as the share of tax revenues in the Gross Domestic Product (GDP). 
Comparison of the levels of taxation in different countries gives an idea of the actual obligations imposed on 
taxpayers, as well as incentives for its development. The low level of tax revenues in GDP may reflect the weakness 
of the administration and many cases of tax evasion, and show the situation of parallel development of national and 
shadow economies. Such indicator is usually considered by citizens as a burden, deteriorating their welfare, but at the 
same time creating the basis for their well-being. According to the sum of tax payments to the state, expressed in % 
of GDP, Russia ranks quite highly – 36th position in the world in 2010 (in comparison with 32nd in 2009), and this 
figure was 12,9% in 2009; then it went up to 13.4% in 2010. The lowest level of tax payments to the state was in 
Liberia and Nigeria - 0.3% of GDP (both in 2009 and 2010); in Kuwait - 0,7%; in Afghanistan (7.3% in 2009, and 
8.3% in 2010). The highest value of tax payments to the state was in Lesotho in 2009 and 2010 (about 60% of GDP, 
almost 5 times higher than in Russia), making this country an absolute leader in terms of the tax burden. The second 
and third positions among the countries with the largest value of tax payments in favour of the state were occupied by 
Denmark (34.5% in 2009, and 34.3% in 2010) and Algeria (34,3% in 2009, and 34,9% in 2010). It is obvious that the 
interpretation of these figures in the context of these countries with regard to the level of the well-being of their 
citizens must be performed very cautiously. Even if the people of Liberia and Nigeria emotionally feel quite happy 
knowing that there is the lowest level of tax burden in their countries, the assessment of the level of their economic 
and social well-being should be given regarding the fact, that Denmark with its high tax burden has one of the most 
powerful systems of social protection in the world. 
2. The author has named the information about the number of payments and time for preparation, filing and 
payment of taxes by the term "Complexity of the tax system",. Ranked by the number of payments (11), Russia 
occupied high enough 37 position in the world in 2009 (among the countries analysed by the World Bank). This 
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figure was not much higher in Argentina, Denmark, Dominican Republic, Ireland, Kazakhstan, Netherlands, Peru, 
Chile, South Africa (9 payments). The economic entities of Brazil and Greece have to pay 10 tax payments. On the 
analogy of the Russian Federation 11 payments were paid by the companies of Australia, Belgium, Lithuania and the 
USA. It should be stated that the number of payments for business entities is significantly lower in Russia than the 
average values calculated by the World Bank by region and country basing on the level of profitability. The least 
payments were made by entities in Sweden in 2009 (only 2 payments); 3 payments per year were made by the 
companies in Hong Kong and Qatar; 4 annual payments were effected by the companies in Norway. In 2010 Russia 
joined the group of countries making 9 payments (26-32 position): Argentina, Brazil, Dominican Republic, 
Colombia, Netherlands, Peru. In 2010, 3 payments were made in Hong Kong and Qatar; 4 - in Georgia, Norway and 
Sweden; 5 - in Singapore. The significance of the considered indicator testifies to the emotional welfare of their 
citizens. The least emotional well-being according to this indicator was experienced by taxpayers of such 
jurisdictions as Ukraine (135 payments per year) and Romania (113) in 2009 and 2010. 
According to the time for preparation, filing and payment of taxes (320 hours) Russia took only 104 place in the 
world in 2009 (319.0 hours are in countries with low and middle income) and 100 place (290 hours) in 2010 (314 
hours are in countries with low and middle income). 320 hours for preparation, filing and payment of taxes were 
required for economic entities in El Salvador in 2009; 316 hours - in Chile; 312 hours - in Iraq. The most of the time 
for preparation, filing and payment of taxes was spent by business entities in Vietnam (941 hour); Nigeria (938 
hours) and Venezuela (864 hours). To improve the emotional and economic well-being of its economic entities 
Russian economy should follow the countries which occupy the leading positions in this ranking (because spent time 
is spent money). They are primarily Bolivia (1.1 hours for preparation, filing and payment of taxes); Brazil (2.6 
hours) in 2009; UAE (12 hours in 2009 and 2010). According to the World Bank, the time for preparation, filing and 
payment of taxes was less than 100 hours per year in the countries such as Qatar (36 hours); Oman (62 hours); 
Switzerland (63 hours); Ireland (76 hours); Saudi Arabia (79 hours); Hong Kong (80 hours); Estonia (81 (85) hour); 
Singapore (84 hours); Norway (87 hours) both in 2009 and 2010. Bahrain (36 hours) and Finland (93 hours) joined 
these countries in 2010. 
3. The information from the "World development indicators" allows us to analyse the structure of the tax burden 
on individual tax groups. 
According to the level of taxation of profits (9%) Russia was on the 36th position in the world in 2009 and 39th in 
2010 (8.9%), that is considerably lower than almost all the average values (in 2010 - absolutely all) calculated by the 
World Bank. However, it does not mean that the well-being of citizens becomes higher due to this fact. In 2009 taxes 
on profits were 0% of commercial profits in 10 countries, such as Afghanistan, Bolivia, East Timor, Qatar, Liberia, 
Lithuania, Moldova, United Arab Emirates (UAE), Republic of the Congo, Sierra Leone. In 2010, there were 11 
countries the list of which changed slightly in comparison with 2009: Afghanistan, Bahrain, Bolivia, Qatar, Liberia, 
Mauritania, Moldova, The United Arab Emirates (UAE), Tajikistan, Timor-Leste, Central African Republic. 
The level of taxation of personal income tax and social contributions should be recognized as the most significant 
tax indicator of well-being of the population. According to the value of personal income tax and social contribution in 
% of commercial profits, Russia ranked 130 position in the world in 2009 (31.8%) and 134 place in 2010 (32.1%). 
The basic rate of income tax (13%) is quite low in the Russian Federation in comparison with existing in the world, 
but it is overburden by significant contributions to the various social funds. Moreover, it happens against the 
background of the unacceptably low level of pension and social insurance and welfare. This is one more paradox 
arising from the impact of taxation on the well-being of citizens. The level of taxation of labour comparable with 
Russia existed in Moldova (30.2%) and Greece (31.7%) in 2009 and in Moldova (30.6%), Greece (31.7%), Romania 
(31.8%) in the Republic of the Congo (32.5%), Hungary (34.1%), Mali (34.3%) in 2010. It should be noted that 
personal income tax and social contribution was 0% of the commercial profits in 9 countries: Afghanistan, 
Bangladesh, Botswana, East Timor, Georgia, Lesotho, Palestine and Gaza, Yemen, Zambia. The second position on 
the level of taxation of labour was occupied by Cambodia (0.1%), third - Macedonia (0.6%) in 2009 and Malawi in 
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2010 (1.1 percent). Among the nearest neighbours of Russia the low level of taxation of labour was fixed in Denmark 
(3.6 per cent). 
According to the value of other taxes, in % of commercial profits, the Russian Federation took 95 position in the 
world in 2009 (5.7%) and 103 position (5.8%) in 2010. The percentage of other taxes in the profit was about the same 
in Russia, Bosnia and Herzegovina (5.0%); Austria (5.1%) and Chad (5.7%) in 2009; in France, Chad and Japan 
(5.7%), and Germany (5.9 percent) in 2010. The percentage of other taxes in profit is 0% in such countries as Iraq, 
Qatar, Kuwait, Lebanon, United Arab Emirates (UAE), and Saudi Arabia. 0.1% - in Hong Kong, Indonesia and 
Oman (and in Israel in 2010); 0.2% - in East Timor. Despite the 95 position of a number of countries in the world, 
quite high percentage of other commercial profit taxes is the reason that the value of other taxes in commercial profit 
of Russian companies (5.7%) is lower than the most average values calculated by the World Bank: in the world 
(16.3%); in average-income countries (8.6%); in the countries with low and average income (17.0%); in the countries 
with low income (39.2%). The level of other types of taxation was also lower in Russia than those averages 
calculated by the World Bank in most regions. This indicator was only better in high-income countries (4.2%) and in 
Eurozone (2.4 %) than in Russia. There was also a trend in 2010. 
In 2009 Russia occupied 95 position in the world, ranked by the value of the total interest rate, in % of commercial 
profit (46.5%), and 106 position (46,9%) in 2010. Approximately the same level of this indicator existed in Guinea-
Bissau (45.9%); Senegal (46%); Niger (46.5 per cent) in 2009, and in Greece (46,4%), Philippines (46.5 per cent), 
Germany and the USA (46.7%), Australia (47.7%), Slovakia (48.8%) in 2010. The lowest value of total interest in 
commercial profit was fixed in East Timor (0.2%); Namibia (9.6%); in Macedonia (10.6 percent) in 2009, and the 
second position went to Jamaica (5.6%) in 2010, third - Macedonia (9.7%), fourth - Namibia (9.8%). We should note 
the paradoxicality of the situation. The level of total interest rates in commercial profit in Russia (46.5%), occupying 
95 position in the world by this indicator in 2009, cannot be considered catastrophically bad. The value of this 
indicator is better than separate average values in the world (47.8%); in the countries with low and middle income 
(51.1%); in low-income countries (76.5%); in the Euro area (45.5%); Latin America (47.9%). The level of total 
interest rates from commercial profits is lower in Russia than in countries with high income (38.6%) and middle 
income (41.5%); in East Asia and the Pacific (36.5 %); South Asia (39.9%); Middle East and North Africa (41.6%); 
Europe and Central Asia (42.2%). 
The mechanisms of tax transformations and introduced changes for resolving of socio-economic development 
issues by the state and, ultimately, to improve the welfare of citizens, differ across countries. For example, "The 
recovery of France’s major trading partners is expected to lead to a gradual expansion in exports and investment. The 
recently introduced (CICE) tax credit, which effectively lowers employer charges on wages up to 2.5 times the 
minimum wage, should support firms’ ability to respond to this additional demand by gradually improving their 
competitiveness. Recently announced cuts in social charges and business taxes, which the government will start to 
implement in 2015, should also provide support to employment, consumption and investment" (OECD, 2014). "To 
boost growth prospects further, the government should reform the tax system to make it more growth friendly and 
provide better incentives for job creation" in Spain (OECD, 2014). 
Proceeding from the analysis of the Russian tax policy and on the basis of the information contained in the 
publications of the World Bank "World development indicators 2011” and “World development indicators 2012," it 
is relevant to conduct transformations primarily in the direction of comprehensive reform in the labour taxation; 
simplification of tax laws, forms, declarations and statements, including the convergence of accounting and tax 
accounting. 
Here are a few examples of reformation of these aspects of Russian taxation in recent years (http://eng.nalog.ru).  
The example of legislative initiatives concerning the issues of simplification of the Russian tax legislation, forms, 
declarations and statements implemented recently, is a complex of measures aimed at enhancing the use of electronic 
means of tax payment, including e-money, tax and accounting in the electronic form. These activities increase 
primarily the emotional well-being of citizens. So, in accordance with the Federal Law of the Russian Federation of 
July 21, 2014 No. 221-FZ "On amendments to Chapter 25.3 of part two of the Tax Code of the Russian Federation 
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"the sizes of the state due established by Chapter 25.3 of the tax code for the performance of legally significant 
actions with respect to physical bodies, are applied with consideration of coefficient 0.7 in the case of the execution 
of the specified legal actions with the use of a single portal of public and municipal services, the regional portals of 
public and municipal services and other portals, integrated with a unified system of identification and authentication 
and obtaining the result of the service in the electronic form".  
The tax reforms, conducted in Russia in this direction, correspond to the world level, the challenges of the present 
historical moment. Individual achievements of the Federal tax service of the Russian Federation in the field of e-
services can be adopted by other countries in order to increase primarily emotional well-being of citizens. For socio-
economic development of the Russian state and improvement of the economic, social, and emotional well-being of its 
citizens, it is necessary to carry out reforms in the field of convergence of accounting and taxation, simplification of 
the procedure of calculation and payment of taxes and fiscal duties, first of all, VAT, personal income tax, 
contributions to social funds. 
If the notable success is achieved in the field of electronic document circulation to ensure tax transformations in 
the Russian Federation, a completely different situation has developed in Russia in terms of reforming the labour 
taxation. In this area, there is an extension of the range of incomes of physical bodies not registered during taxation of 
the physical bodies’ incomes according to article 217 of the Tax Code. The latest changes in the above-mentioned 
article are connected with income in kind in terms of payment for services rendered to tourists, while providing them 
with emergency aid; income in cash and in kind received for the performance of job duties in the form of payments in 
any form in the period up to 31 December 2019 from FIFA (Federation International de Football Association) and 
foreign subsidiaries of FIFA, confederations, and other organizations; income in cash and in kind received for the 
supply of goods and services from foreign organizations of persons included in the statutory list of FIFA who have 
entered the territory of the Russian Federation and left it within sixty days before the first match of the world Cup 
FIFA 2018, FIFA confederations Cup 2017 and sixty days after the date of the last match of each of these sporting 
events (introduced in 2013). We believe that such changes cannot be accepted as sufficient ones to overcome the 
above-mentioned negative trends present in RF in the labour taxation of the Russian Federation. Reformation of the 
taxation system in Russia should not be conducted pointwise, but systemically. The innovations are demanded not so 
much for the part of personal income tax, but for the sphere of rational reduction of social insurance contributions, 
medical and social security, pension insurance, while simultaneously ensuring an adequate level of pension and social 
insurance of the population. This will allow improving the economic, social, and emotional well-being of citizens. In 
this regard, we should focus on the advanced experience, gained in the countries such as Sweden, Norway, Finland 
and others.  
 
3. Conclusion  
 
In the project of the "Main directions of tax policy of the Russian Federation intended for 2015 and for the 
planning period of 2016 and 2017" (it is notable that similar "Directions" were adopted as early as in May of 2013) 
there are not any specified planned innovations both in the direction of simplifying of tax laws, forms, declarations 
and statements, and in the sphere of labour taxation. 
This state of affairs indicates the availability of the substantial, so far not implemented, reserves in the Russian 
Federation for reforming of the labour taxation, in particular, considering the provisions set forth in this article. 
Legislative processing and implementation of the innovations that reduce the tax burden in the part of personal 
income tax and social contributions will allow Russia to enhance the competitiveness of its tax system, developed to 
solve not only fiscal problems, but also the problems of socio-economic development, to contribute to the increase of 
the investment attractiveness of our country. This will also contribute to the improving of the economic, social, and 
emotional well-being of citizens. 
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